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SUMMARY 
Absence of grain handling facilities at many points and 
dissatisfaction with the treatment received at the hands of 
private dealers were the principal reasons why farmers in 
1867 began to organize cooperative elevators. The coming 
of the Grange to Iowa in 1869 gave impetus to the coopera-
tive movement. 
All of the cooperative elevators organized during the first 
20 years of the movement were short-lived, the chief reasons 
being inexperience, lack of capital and defects in cooperative 
organization setup. Improvements in those respects, and par-
ticularly the adoption of the "penalty clause" requiring mem-
bers to pay a handling charge to their organization if they 
sold grain to competitors, first adopted in 1890, enabled the 
cooperative elevators to meet the ruthless competition of 
the "line" and independent dealers. In spite of many ob-
stacles, slow but steady progress was made during the fol-
lowing 15 years. In 1904 a boycott designed to close the 
terminal markets to farmers' elevators was attempted. The 
breaking of this boycott removed the last important obstacle 
to the establishment of the farmers' elevator as a permanent 
part of the country grain trade. With the assistance of the 
Farmers' Grain Dealers' Association of Iowa, organized in 
1904, and of two Chicago commission firms that defied the 
boycott, the number of farmers' elevator companies increased 
rapidly. A total of 542 companies were organized from 1904 
to 1922, inclusive. The peak in number of companies in 
operation was reached in 1922, when there were 516. Since 
that date, the number has declined steadily to 346 in 1938. 
Among the major reasons for this decline are truck trans-
portation and improved roads, declines in volume of grain 
marketed, financial difficulties resulting from business depres-
sions, and to some extent, liquidations of companies that may 
have been set up hastily or at points where conditions essen-
tial for success were lacking. 
In spite of the decline in numbers in recent years, the 
proportion of the local grain business that is handled by farm-
ers' elevators has been steadily increasing. It was 58 per-
cent in 1937, compared with 40 to 45 percent in 1921. 
Total sales in 1936-37 exceeded 57 million dollars, nearly 
63 percent of which consisted of grain, nearly 16 percent of 
livestock and produce and nearly 22 percent of purchases of 
farm supplies and merchandise. 
The 346 companies had over 50,000 members and about 
140,000 patrons. The members' capital equity was over 11 
million dollars. Two-thirds of the companies were organized 
under cooperative laws; those organized under the general 
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corporation law also have cooperative features. One-fifth of 
them have reorganized in recent years under a new coopera-
tive law passed in 1935. Many others need to improve their 
cooperative setup and member relationships. 
Three federations serve the local companies: The Farm-
ers' Grain Dealers' Association of Iowa, a service and educa-
tjonal agency; The Farmers Elevator Mutual Insurance Asso-
ciation and the Farmers' Elevator Service Company, a farm 
supply purchasing agency. Several attempts to establish a 
grain sales agency have been made, but none has survived. 
Among the major accomplishments of the farmers' eleva-
tors are: Reduction of local margins and improved service; 
reduced handling costs because of increased volume of busi-
ness thus providing a competitive yardstick for the country 
grain trade; a higher standard of business ethics; establish-
ing quality as a basis for prices paid producers; farmers' 
elevators enabled grain producers to make direct contact with 
terminal markets where prices were determined more defi-
nitely on a competitive basis; farmers have become better in-
formed regarding marketing and price-making processes and 
supply and demand conditions through the more intimate con-
tact with their markets which their participation in farmers' 
elevators has made possible. 
Further progress in cooperation in grain marketing may be 
made in several directions: 
(1) Further reducing costs of operation by developing 
operating units of the most economical size, increas-
ing operating efficiency and reducing the risks of spec-
ulative losses. 
(2) Enhancing the market value of grain by improving the 
facilities for cleaning, processing and otherwise pre-
paring grain for market. 
(3) Developing overhead sales service to assist locals in 
"merchandising" grain. 
(4) Mobilizing further the purchasing power represented 
by the large volume of merchandise and farm sup-
ply business handled by farmers' elevators. 
Progress in any of these directions is contingent on main-
taining strong, efficiently operated local units whose coopera-
tive setup is such as will promote the active and enlightened 
participation of farmers on a cooperative basis. In many 
communities there must be developed a keener appreciation 
of the difference between a group of farmers individually 
trading on a competitive basis with a farmers' elevator, and 
a group of farmers buying and selling cooperatively. The 
latter mode of action makes possible the elimination of cer-
tain wastes of competition which the former method tends to 
perpetuate. 
Cooperation 1n Grain Marketing 
in Iowa! 
By F RANK R OBOTKA AN D R . C. Br.N 'f LE Y 
Nearly 20 years have elapsed since a comprehensive ap-
praisal was made of cooperation in grain marketing in Iowa.2 
It is the purpose of this study to bring the history of the 
movement up to date, to present a brief cross-section view of 
the present status of farmers' elevators and to reappraise the 
movement in the light of recent developments and present 
trends. 
The chief source of information regarding the present situ-
ation is the survey of all cooperatives in Iowa made in 1937,3 
supplemented by further investigations extending through 
1938 and 1939. Previous studies were drawn upon, particu-
larly with reference to the history of farmers' elevators and 
with reference to some aspects of their organization and 
membership situation. 
Since over 70 years have elapsed since the first farmers' 
elevator association was organized in Iowa, a brief sketch 
of the history of the movement will be presented. 
HISTORY 
THE FIRST PERIOD 
REASONS FOR ORGANIZ ATION 
Although the first farmers' grain shipping organization in 
Iowa was organized in 1867, it was not until after 1869 when 
the Grange movement came into the state that cooperative 
elevators appeared in any numbers. The agitations of the 
new farmers' organization which sought to aid farmers in 
their struggle to improve their lot during that period of 
monopoly, trade abuses and disturbed economic conditions 
gave impetus to cooperative activity. Two important reasons 
1 Project 523 of the Iowa Agri cul t u ral Experiment Station. 
"Nou rse, E. G. Fifty yea r s of far!l1ers' e levators in Iowa. Iowa Agr . Exp. 
Sta., B u l. 211: 235·271. 1923. 
3 Data r egarding cooperatives in Iowa in 1937 were obtained fro m a survey 
made by the Omaha Bank for Coope ratives, Farm CNdit Ad m inistration, 
Omaha, Neb., in the fo u r states compr is ing its d istrict. T he Iowa Agri-
cultu ral Experiment Station cooperated i n gathering the data for Iowa. 
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for the organization of farmers' elevators in the early days 
may be cited: (1) Absence of grain-handling facilities at 
many points and (2) dissatisfaction with the treatment re-
ceived at the hands of private dealers.4 
During the early period of organization, the absence of 
facilities for grain handling was more often the reason for 
organization. But as private grain dealers and more par-
ticularly "line" elevator systems became more and more 
firmly entrenched with their price agreements, unfair weigh-
ing and grading practices and excessive handling margins, the 
second reason became more and more important. The trust 
movement was increasing not only the seIling margin of farm-
ers' products but also the margin on machinery and supplies 
purchased. 
No doubt the teachings of the Grange, and later the Farm-
ers' Alliance, to the effect that farmers must combine to 
protect and improve their general economic interest, was an 
important influence during the 1870's and 1880's. 
The history of farmers' elevators in Iowa dates back to 
1867,5 almost to the beginning of surplus grain production 
in Iowa, when farmers at Blairstown made the first recorded 
attempt to establish a farmers' elevator. Although it sur-
vived only 2 years, the farmers organized again in 1873. 
The first incorporated company was established at Brooklyn 
in 1869, followed by another at St. Ansgar in 1871. By 
1877, 42 companies had been organized. These companies, 
however, disappeared almost as fast as they were organized, 
and the last of them ceased operations in 1883. 
THE SECOND PERIOD 
PENALTY CLAUSE AND BOYCOTT 
The second period of organization started in 1886, fol-
lowed by a period of slow growth. For 10 or 15 years the 
outcome of this second movement was extremely dubious. 
Not until about 1900 did it begin to appear that farmers 
might operate a grain elevator successfully. Previous fail-
ures had demonstrated the necessity of adopting more ade-
quate cooperative provisions and more businesslike methods. 
Conspicuous among the more adequate cooperative provisions 
adopted was the now famed "penalty clause" requiring mem-
bers to pay a handling charge to their organization if they 
sold grain to a competitor. Under this provision, members 
agreed to "maintain" their organization whether they patron-
ized it continuously or not. This provision was first adopted 
• Nourse, op. cit. 
• Historical data to 1921 are from Nourse, see footnote 2. page 725. 
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by the then Farmers' Cooperative Society at Rockwell in June, 
1890.6 It saved the day for the Rockwell Society and was 
speedily adopted by other similar organizations with the re-
sult that by the end of 1903 the number of companies that 
seemed to be able to withstand the severe opposition facing 
them had reached 30 and was definitely on the increase. 
Then came the boycott instituted by Iowa "line" and in-
dependent dealers against grain commission firms on terminal 
markets who refused to discontinue handling shipments from 
farmers' associations, particularly those that used the "pen-
alty clause." This boycott threatened to bring to nought an-
other 20 years of farmers ' efforts to handle their own grain. 
Two Chicago grain commission firms, however , defied the 
boycott and it soon collapsed. 
THE THIRD PERIOD 
PROMOTION AND RAPID GROWTH OF COOPERATIVES 
The breaking of the boycott in 1904, and the. organization 
in the same year of the Farmers' Grain Dealers Association 
of Iowa by 17 farmers' elevator companies to protect and 
promote the interests of the farmers' elevator movement, is 
designated by Nourse as the beginning of the third phase 
of the movement in Iowa. 
As a result of the efforts of the state association and the 
assistance of the two friendly commission firms the num-
ber of new organizations increased rapidly. In 1907, 50 new 
organizations were established, which number has since been 
exceeded in only 1 year, 1920, when 51 new organizations 
were launched. A total of 542 new companies were organ-
ized during the years 1904 to 1922 inclusive, with only 56 
casualties during the same period. The peak was reached 
in 1922, when 516 locals were in operation. By 1922 a total 
of 636 companies had been organized and 81 percent had sur-
vived to that date. 
The pioneering of the second period made possible the 
spectacular development of the third period. Among the 
organizations of the second period that have survived to the 
present are those at Marcus, first organized in 1887, Rock-
well in 1889, Rockford in 1891 and Rock Valley in 1892. 
Of all the farmers' elevators in existence today, 52 percent 
can boast of a quarter century or more of service. 
o Holman, R euben A . Forty years of cooper a tion. Rock well, Iowa. 1931. 
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THE FOURTH PERIOD 
LIQUIDATION AND TERMINAL MARKET ACTIVITY 
The third period-one of rapid growth and expansion of 
farmers' elevators-came to an end about 1922. Develop-
ments since appear to have been in two directions, liquida-
tions of farmers' elevators, and efforts to establish coopera-
tives in terminal grain markets and wholesale purchasing of 
farm supplies. (See table 1 and fig. 1.) 
TABLE 1. NUMBER OF FARMERS' ELEVATORS ORGANIZED, CEAS-
ING' OPERATIONS AND IN OPERATION BY YEARS, 1867 TO 1938 . 
Year organ- ceasmg I Number I Number I ized 0J~~~-
I I I First Period 
1867 I 1 I 0 1868 0 0 1869 I 1 1 1870 0 0 
1871 
I 
1 0 
1872 4 0 
1873 12 3 
1874 14 1 
1875 
I 
5 7 
1876 3 7 
1877 1 3 
1878 0 7 
1879 0 8 
1880 
I 
0 2 
1881 0 2 
1882 0 0 
1883 I 0 1 - -
I 
42 42 
Second Period 
1886 2 0 
1887 3 0 
18 88 1 0 
1889 6 3 
1890 2 1 
1891 4 0 
1892 4 4 
1893 I 0 1 
1894 I 1 4 
1895 I 2 1 
1896 I 1 1 1897 2 3 
1898 I 1 0 1 899 2 1 
1900 I 3 1 
1901 I 6 0 
1902 I 5 2 1903 7 0 
I - -52 22 
Number 
in 
opera-
tion 
1 
1 
1 
1 
2 
6 
15 
28 
26 
22 
20 
13 
5 
3 
1 
1 
0 
2 
5 
6 
9 
10 
14 
14 
13 
10 
11 
11 
10 
11 
12 
14 
20 
23 
30 
I Year I I Numberl Number Number ceasing in o:gan- opera- opera-
lzed tions tion 
I I I 
Third Period 
1904 14 
I 
1 43 
1905 35 2 76 
1906 46 1 121 
1907 50 1 170 
1908 34 1 203 
1909 41 0 244 
1910 26 4 266 
1911 21 1 286 
1912 26 1 311 
1913 23 2 332 
1914 18 5 
I 
345 
1915 12 3 354 
1916 20 1 373 
1917 30 5 398 
1918 30 8 420 
1919 46 2 464 
1920 51 6 509 
1921 14 9 514 
1922 5 3 516 
- -
542 56 I Fourth Period I 
1923 2 9 509 
1924 1 9 501 
1925 1 12 490 
1926 1 13 478 1927 1 21 458 
1928 2 14 446 
1929 1 12 435 
1930 1 14 42~ 
1931 I 1 4 419 1932 0 7 412 
1933 I 0 13 399 
1934 I 0 9 390 
1935 I 0 I 
17 373 
1936 0 7 366 
1937 I 0 12 I 354 1938 I 0 8 346 
I 11 I 181 I 
Tota l I 647 I 301 I 346 
I I I 
Plans for entering the terminal market were being con-
sidered even before the close of the third period. The war 
had two important effects: (1) It stimulated grain pro-
duction, accompanied by an overexpansion in numbers of 
farmers' elevators; and (2) it temporarily interrupted plans 
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to organize cooperatives in terminal markets. The conse-
quence of overexpansion of farmers' elevators was subsequent 
liquidation. Moreover, many companies were caught in the 
collapse of grain prices following the close of the war, and 
others were unable to survive because of inadequate volume, 
hasty and improper organization, inefficient management or 
because of insufficient need for them. The results of liquida-
tion of farmers' elevators are shown in fig. 1. By the end of 
1938 the number of companies had decreased to 346 from a 
peak of 516 in 1922. (Tables 1 and 2.) 
TABLE 2. NUMBER OF FARMERS' ELEVATORS ORGANIZED IN IOWA 
SINCE 1885, BY 5-YEAR PERIODS, AND THE NUMBER AND PERCENT-
AGE OF THE COMPANIES ORGANIZED EACH PERIOD THAT WERE 
STILL IN OPERATION IN 1938. 
In operation in 193 8 
Period Number I Percentage of organized Number those organized 
during period 
1885-89 12 2 I 17 
1890-94 11 2 18 
1895-99 8 3 38 
1900-04 35 28 80 
1905-09 206 138 67 
19 Hl-14 114 64 56 
1915-19 138 69 50 
1920-24 73 33 45 
1925-29 6 5 84 
1930-34 2 2 100 
Total 605 346 57 
The collapse of grain prices following the war rekindled in-
terest and stimulated activity jn terminal and national market-
ing schemes. A number of attempts had been made in dif-
ferent parts of the country, mainly wheat areas, to establish 
cooperatives in terminal markets. The first attempt involv-
ing the feed grain states of the Central West came as a re-
sult of the activities of the Illinois Agricultural Association 
in 1920.7 The outcome of these activities was the appoint-
ment of the committee of 17 by J. R. Howard, president of 
the American Farm Bureau Federation, to develop a grain 
marketing organization. The result was the ill-fated U. S. 
Grain Growers, Inc., launched early in 1921. Its first sales 
7 Steen, Herman. Cooperative marke ting (the golden rule in agriculture) . 
1923. 
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agency was established in Minneapolis late in 1922. Internal 
strife and lack of support of farmers' elevators r esulted in a 
speedy demise of this organization. 
The second attempt was sponsored by a group of Iowa and 
Illinois farmers' elevators late in 1924. They organized the 
Rural Grain Company, a subsidiary of the National Farmers' 
Elevator Grain Company. It cQmmenced operations in 1926. 
Its progress was slow, but it gave promise of becoming es-
tablished when, in 1930, it was forced into receivership be-
cause of unauthorized speculative operations on the part of 
the manager. 
In 1929 the Federal Farm Board was created by an act of 
Congress. With the assistance of this organization the 
Farmers' National Grain Corporation was organized in 1929, 
which was to serve as a national grain marketing agency 
for "regionals" or "pools" already operating or to be organ-
ized in the different grain-producing areas of the United 
States. 
In 1932 the Iowa members of the defunct Rural Grain 
Company organized the Iowa Cooperative Grain Company 
which, until 1934, when it joined the Farmers' National Grain 
Corporation, contracted for sales service with a Cedar Rapids 
grain firm. This regional Iowa Cooperative Grain Company 
continued to originate grain for the Farmers' National Grain 
Corporation until 1937, when the latter went into receiver-
ship. 
The Iowa Cooperative Grain Company in June, 1938, estab~ 
lished a brokerage office in Fort Dodge to handle its mem-
bers' grain but ceased operations in 1939. 
Some of the farmers' elevators in western and northwest-
ern Iowa have since become members of the West Central 
Cooperative Grain Company, a Nebraska cooperative grain 
sales agency with headquarters at Omaha, Neb. 
Any appraisal of the accomplishments of the fourth period 
must be tempered with a recognition of the fact that post-war 
emergency problems, including those brought on by two 
severe depressions, have engrossed the attention of Iowa 
farmers since 1920 and particularly since 1930. Moreover, 
many of the early abuses in the grain trade had by this time 
been eliminated or brought under control. Grain market in-
formation and means for its dissemination had been improved, 
the adoption of federal standards in grain grading had be-
come more general, and speculative operations on the grain 
exchanges had been brought under some degree of scrutiny 
and supervision by the Commodities Exchange Act. Because 
of improved roads and truck transportation, producers were 
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no longer forced to accept unsatisfactory service at any given 
shipping point, and country shippers had become less de-
pendent upon terminal market outlets because of increased 
feeder demands from decentralized livestock-producing areas 
and of increased feed and cereal processing at numerous 
points readily accessible to Iowa shippers. To these develop-
ments must be added the still more recent federal program 
of farm warehousing of corn and the price-stabilizing loans 
made thereon. 
Meantime, the farmers' elevators were gradually growing 
older; many of the pioners, who were disappearing from 
the movement in increasing numbers, were being displaced 
by tenants, and much of the early enthusiasm and fighting 
spirit engendered by early opposition and abuses had be-
come dissipated. Meantime, also, more and more of the 
energies of the local companies were being absorbed in efforts 
to adjust themselves to disturbed economic conditions and 
the shift to truck transportation and the accelerated competi-
tive tempo that accompanied it. Particularly were the co-
operatives busy rebuilding their membership and financial 
and cooperative organization structures. The extent to 
which their membership and cooperative character had been 
undermined by 1931 is fully discussed in Iowa Experiment 
Station Bulletin No. 321, now out of print. Another factor 
to consider is that as the margins of profit had been whittled 
down more and more by the intensified competitive struggle 
for volume, the financial structure of some companies became 
impaired; patronage dividend declarations became less fre-
quent; and the oncoming generation of farmers, unfamiliar 
with the history, purpose and accomplishments of the move-
ment, saw little in current price comparisons to attract them 
to the farmers' elevators. 
It thus appears that the fourth period may be character-
ized as a period of experimentation in terminal or large-scale 
marketing, and a period during which there has developed 
a growing appreciation of the necessity of pausing, if not 
back-tracking, in order to make adjustments to the many 
changes that have occurred, and to repair the damage that 
inadequate forms of organization and the passage of time had 
done to membership and cooperative character of farmers' 
elevators. 
Although the attempts to establish cooperative sales agen-
cies have resulted in the writing of a new, though dismal, 
chapter in Iowa cooperative grain marketing history, it re-
mains to be seen whether or not this is a final chapter, and 
whether or not the lessons which these experiments teach 
have been learned. Likewise, it is a question to what ex-
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tent the competitive struggle for survival during the past 15 
years has developed company and community rivalries and 
jealousies that may militate against farmers' elevators work-
ing together effectively on a rational basis in the interest 
of developing a more efficient system of grain marketing. 
In any case, the process of adjustment of trade areas and 
scale of operations of farmers' elevators to a good roads 
economy has by no means run its course. The development 
of barge lines on the Mississippi and Missouri Rivers may 
necessitate further adjustments in considerable parts of Iowa. 
What the future of the Ever-Normal Granary idea may hold 
is problematic. Developments in this direction may well be 
the means of giving new direction and impetus to coopera-
tive grain marketing. Until some new phase of sufficient 
significance to warrant planting a new milestone in the his-
tory of the movement develops, the present phase of read-
justment, reorganization and cooperative revitalization will 
probably continue. 
Before proceeding with a discussion of opportunities for 
future progress, it will be desirable to review briefly the 
present status of Iowa farmers' elevators and their accom-
plishments to date. 
PRESENT STATUS (1937) 
VOLUME OF BUSINESS 
Although Iowa farmers sell only one-fifth of all their prod-
ucts through cooperative organizations, the grain producers 
in Iowa in 1937 sold 58 percent of their grain through farm-
ers' elevator organizations. Farmers' elevators handled only 
40 to 45 percent of the shipments in 1920-21.8 Of all the 
business Iowa farmers did through cooperatives in 1936-37, 
more of it was done through farmers' elevators than through 
any other commodity type of organization. Out of a total of 
approximately 137 million dollars of purchases and sales 
through cooperatives, 346 farmers' elevators handled over 57 
million dollars, or about 42 percent. The cooperative cream-
eries ranked next with 28 percent. 
Table 3 and fig. 2 showing the volume and kinds of com-
modities handled by 302 farmers' elevators, indicate that al-
though grain constitutes 63 percent of the total business 
handled by farmers' elevators, they also sold over 7 million 
dollars worth of livestock and $500,000 worth of produce. 
Of the total farmers' elevator business, 78.5 percent consists 
of sales of farm products; the other 21.5 percent consists of 
• Nourse, op. c it. , p . 253. 
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TABLE 3. KINDS AND VALUE OF COMMODITIES HANDLED BY 302 
IOWA FARMERS' ELEVATORS, 19 36-37. 
Commodity Number Amount Percentage reporting 
Corn 280 $20,901,585 41.9 
Oats, barley, etc. 272 8, 620 ,614 17.3 
Wheat 56 1,137,302 2.3 
U n classified grain 20 65 7,463 1.3 
T otal grain 298 31,316,964 62.8 
T otal livestock 43 7, 315,051 14 .7 
Poultry, eggs and produce 16 498,865 1.0 
T otal marketing 299 $39,130,880 7 8.5 
Feeds, seed , salt a nd flour 224 $3,317,281 6.7 
Coal 258 2,957,531 5.9 
Misc. mdse. and groceries 256 2,6 43,05 3 5.3 
Machinery, hardware and 
building material 80 1,310,042 2.6 
Gas, oil, and grease 26 50 1,0 73 1.0 
Total purchases 300 $10,728,98 0 21.5 
Total all business 302 $49,859,860' 100.0 
• Grand total for 346 farmers' e levators estimated at $57 ,124,396. 
purchases of farm supplies. Total purchases of 346 farmers' 
elevators were estimated at over 12 million dollars, which 
figure is based on reports from 302 companies. The most 
important commodities purchased were feed, seeds, salt, flour, 
KINDS AND VALUES OF COMMODITIES HANDLED BY 
IOWA FARMERS' ELEVATORS 
1936- 31 (302 REPORTS) 
NUMBER 
COf,IMOOIT'l' HANOLING 
Coo, 280 
001$, Solley, elc. 272 
WI.,,, 56 
Unclassified 20 
All Groin ~ 
AU Livestock ~ 
PtIuItryand Product 16 
Total MQrketmg ~ 
Feed, Seed 
Flour 0I'Id Soli 224 
Cool 258 
Misc. Meise.ond 
Groceries 256 
'Mocl'linery, Hdwe. ond 
80 (MldinCJ Moleriots 
Gos,OII atId Greose 26 
TotolPurtho~ 
TotoS All 8u"nu~ 
AMOUNT 
lI,ooo'sl 
t 20.902 
8,62 1 
1,131 
657 
r-, 
• 499 
3,317 
2,958 
2 ,643 
1,310 
501 
10,729 
~8~ 
: 
• I 
• 
• 
· TOlaII0<146f"' ...... ·.!not ...... li_'.clol $S7,124.396 
PERCENTAGE 
41 .9 
,17.3 
>3 
1.3 
6U 
14.7 
1.0 
7&5 
2.6 
1.0 
21 .5 
100.0 
Fig. 2. Kinds a nd value of commodities handled by Iowa farmers' ele-
vators, 1936-37. 
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BUSINESS HANDLED 
• $ 50,000 Marketings 
o $ 50,000 Purchases 
.. Marketings lass than $ 25,000 
'" l'UrcfiOses less tI,an SZ5,OOO 
Fig. 3. Farmers' elevator marketings and purchases by counties for fiscal 
year 1936-37. 
coal, fence and building material, machinery and hardware 
and other miscellaneous merchandise. 
The average elevator in 1936-37 handled a total business 
of $165,000 of which $104,000 was grain, $26,000 was live-
stock and produce and $35,000 was farm supplies. The num-
ber of companies that handled each important commodity or 
group of commodities is shown in table 3. 
Figure 3 shows the volume of business handled by farm-
ers' elevators by counties. 
NUMBER AND LOCATION 
In 1938, 346 local farmers' elevators were in operation in 
83 Iowa counties (fig. 4). The heaviest concentration of 
farmers' elevators occurs in central and northwestern Iowa, 
where grain is produced for market most extensively. How-
ever, many elevators are also operating at points from which 
little or no grain is shipped. In such cases they purchase 
and ship in grain and often operate feed mills, in addition 
to purchasing farm supplies. 
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Fig. 4. Geographical distribution of 346 Iowa farmers' elevator organiza-
tions in operation in March, 1938. 
MEMBERS AND PATRONS 
In 1937, 324 farmers' elevators reported 47,590 members 
and 129,388 patrons. Thus the average elevator had 147 
members but did business with 403 patrons. On the basis 
of these averages the 346 companies had nearly 51,000 mem-
bers and nearly 140,000 patrons. One out of four Iowa farm-
ers are members, and two out of three are patrons of farmers' 
elevators (fig. 5). 
CAJ;'ITAL 
Over 11 million dollars was invested in the assets of the 
farmers' elevators in 1936-37, more than three-fourths of 
which was financed by members and by earnings accumulated 
in the organizations. Of the total net worth, 70 percent con-
sisted of share or membership capital and 30 percent of earn-
ings retained in the business as surplus and reserves. Each 
dollar of share capital thus had a book value of $1.45. 
OVERHEAD ORGANIZATIONS 
The above figures relate to local farmers' elevator associa-
tions. There were at the time of this survey (1937) three 
federations of farmers' elevators serving producers in dif-
ferent capacities. The Farmers' Grain Dealers Association 
of Iowa, organized in 1904, is a service and educational as-
:sociation, of which most of the local companies are mem-
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bers. This organization renders services in connection with 
organization and reorganization, legal matters, public account-
ing, auditing and income tax, traffic and transportation, col-
lection of railway claims and education and legislation. It 
also handles fidelity, public liability and workmen's com-
pensation insurance. The Farmers' Elevator Mutual Insur-
ance Association was organized in 1909. It is a fire insur-
ance company, which in 1938 carried over $8,500,000 of in-
surance for 539 farmers' cooperatives. Both of the above 
organizations serve other farmers' organizations as well as 
farmers' elevators. 
The Farmers' Elevator Service Company, organized in 1926, 
is still another federation of local farmers' elevators. It pur-
chases largely on a brokerage basis the more important farm 
supplies handled by farmers' elevators. In 1938 it handled 
about $1,225,000 of merchandise. 
ORGANIZATIONn 
All except a few of the farmers' elevators in operation in 
March, 1938, were organized with capital stock, two-thirds 
MEMBERSHIP 
Each dot· 50 members 
F ig. 5. Distr ibution of 50,862 members of 346 Iowa farmer s' e levators 
by coun ties. 1937. 
• Robotka, Frank. Membership pr oblems a n d relationships in I owa farmers· 
e l evators. Iowa Agr. Exp. Sta., Bul. 321. 1934. 
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of them under one or another of the three cooperative laws 
and one-third under the general corporation law. In 1921 
two-thirds of Iowa farmers' elevators were operating un-
der the general corporation law. After the passage of the 
1915 cooperative law, many companies came under it (see 
table 4). Although the last cooperative law was passed as 
late as 1935, 20 percent of the farmers' elevators have already 
taken advantage of its more adequate provisions. 
TABLE 4. LAWS UNDER WHICH IOWA FARMERS' ELEVATORS WERE 
INCORPORATED IN SELECT ED YEARS. 
Lavl 
\ 1921 
Percentage of companies 
1931 I 1936 I 1937 I 193 8 I 1939 
I I 
I I I General corporation law eCho 384) I 65 43 33 
1915 Law for cooperative with I I I I capital stock eCho 389) 35 56 45 
1921 ::-Ion·stock cooperative law I I I I I I (Ch. 390) 0 1 1935 Coope r ative law (Ch. 390.1 ) \ 5 13 19 20 
All cooperative laws I 35 I 57 I I ! 67 
COOPERA TIVE FEATURES 
Farmers' elevators differ widely as to their cooperative 
features . Nearly two-thirds of the companies now in opera-
tion were organized before Iowa adopted its first cooperative 
law in 1915. Two cooperative laws have been adopted since, 
each differing from the others. Hence, considerable lack of 
uniformity is to be expected in the cooperative setup of these 
organizations. Moreover, actual practice often deviates from 
article and bylaw provisions, especially in the older organiza-
tions, some of which have departed considerably from their 
original purpose. 
Some indication of the cooperative character of the farm-
ers' elevators may, however, be gained from the cooperative 
features they have written into their articles of incorporation 
and bylaws. Ninety-one percent of the farmers' elevators 
limit each member to one vote, and almost as many limit the 
amount of stock a member may hold. Eight out of ten limit 
the dividends that may be paid on stock, and most of these 
eight also provide for the distribution of earnings on a pat-
ronage basis. About 7 out of 10 limit membership mainly or 
entirely to farmers, but only one out of five terminate the 
voting rights of a member when he ceases to be a producer 
in the community. 
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About three-fourths of the companies had three or more 
cooperative features. Many of the companies, however, have 
never paid a patronage dividend even though the articles per-
mit it. Probably in most such cases competition forces the 
elevators to pass on to patrons most if not all savings di-
rectly in the form of more favorable prices. Non-member 
patrons in such cases r eceive the same benefits as member~ 
but without assuming the risks and responsibilities of mem-
bership. Since the average company has 147 members and 
403 patrons, non-members in many cases furnish the bulk 
of the business. 
REORGANIZA TION 
An active campaign of reorganization has been under way 
during the past 5 years. Seventy companies have already 
come under the new cooperative law, and many others have 
improved their cooperative setup or are actively building up 
their membership. Improvement is being made in this re-
spect, as indicated by the figures in tables 5 and 6. 
There was a much smaller percentage of the elevators re-
porting decreases in producer members between 1931-37; only 
37 percent, compared with 81 percent between 1921-1931. 
TABL E 5. CHANGES I N MEMBERSHIP OF 21 7 I OW A FAR M ERS' 
ELEV ATORS COMPARED FOR SELECTED PERI ODS. 
C hange in m e m ber sh ip 
Incr ease 
Tota l m e m ber s 
P r oducer m embers 
Decr ease 
T ot a l m ember s 
Producer m em bers 
P ercen tag e of com panies s h ow ing changes 
s pecifi ed by p eriod s 
192 1-1931 193 1-1937 Both period s 
34 
19 
66 
81 
51 
63 
49 
37 
17 
11 
33 
29 
T ABLE 6. PERCE N T AGE OF COMPANI ES I N WHI CH THE T REND IN 
MEMBE RSHIP BET W E EN 1921 AND 193 1 WAS REVERSED BET WEEN 
1931 AND 1937. 
Trend in secon d peri od 
193 1-1 937 
T rend i n fir;;t period N u mber of 
1921-1931 companies Pe~centage of I Companiel!! sh owin g Increase decrease 
Increase I Tot a l m embers 73 51 49 Producer members 41 59 41 
I 
Decrease I Total mernbers 144 51 49 Produ cer members I 176 67 33 
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Conversely, there was much improvement in the producer 
membership between 1921-31 and 1931-37, 19 percent for 
the former period compared to 63 percent for the latter. It 
is significant, however, that only 11 percent showed increases 
in producer members during both periods and that 29 percent, 
nearly three times as many, indicated decreases in both pe-
riods (see table 5). 
It is also encouraging to note that two-thirds of the com-
panies that had decreases in producer members during the 
first period shifted to increases in producer members dur-
ing the second period. Also over half of those with increases 
in both total and producer members during the first period 
continued to show improvement during the second period 
(table 6). . 
Although the effects of the reorganization program are 
indicated above mainly in terms of improvements in producer 
membership, reorganization in most cases has also resulted 
in improvement in the cooperative setup in other respects. 
The more active participation of a larger proportion of pa-
trons should result in these organizations more adequately 
serving the interests of patrons. 
ACCOMPLISHMENTS 
Before discussing the probable future course of the farm-
ers' elevator movement, some of the more important accom-
plishments of the movement to date will be reviewed. 
When the reasons that farmers first organized farmers' 
elevators are recalled (to provide grain handling facilities 
wl'lere none existed, or to escape being exploited by local 
dealers) it must be conceded that they have, for the most 
part, achieved their original purpose. 
The outstanding accomplishment in grain marketing by 
Iowa farmers has been the establishment of direct trade con-
tact with terminal markets where competition functioned 
more perfectly. Farmers' elevators, through their competi-
tion in the local markets, caused terminal market prices to 
be reflected more accurately in the prices paid farmers. 
The second significant accomplishment, which follows as a 
result of the first, is the reduction of margins and the im-
provements in service in local markets accomplished by 
farmers' elevators when they broke the price agreements and 
eliminated other abuses among local dealers by forcing them 
to compete for grain on the basis of its actual market value 
less marketing costs. Claims that prices to farmers have 
been increased from 3 to 5 cents per bushel can be substan-
tiated in numerous instances. 
Also, there is evidence that farmers' elevators early in-
itiated the practice of paying producers for grain on the basis 
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of quality, especially after federal grading standards had 
been established. Through their competition farmers' ele-
vators also improved business practices in local grain mar-
kets, particularly with regard to weights and dockage, and 
through their overhead associations have sought to bring 
about improvements in terminal markets. 
The accomplishments in the farm supply field to a large 
extent parallel the accomplishments in grain marketing. Ex-
ploitation and abuses in this field received the attention of 
the farmers' elevator movement from the beginning. 
There is evidence indicating that the farmers' elevators 
have succeeded in attracting larger average volumes of busi-
ness per company than other grain dealers. Since operating 
costs per unit tend to decrease as volume of business in-
creases, some reduction in costs has undoubtedly resulted. 
Many services, having reduction of costs for their objective, 
are being rendered for locals by their federated overhead 
agencies. 
In any comparison of costs, consideration must be given to 
the many supplementary services rendered by farmers' ele-
vators, such as dissemination of market information, seed 
cleaning, testing and treating, feed grinding and mixing, edu-
cational work and many others. 
Farmers also have been benefited because they have be-
come better informed regarding marketing and price-mak-
ing processes and supply and demand conditions through the 
more intimate contact with their markets which their par-
ticipation in farmers' elevators has made possible. Through 
their local farmers' elevators and their commercial and serv-
ice federations, farmers have also placed themselves in a 
more influential position in dealing not only with grain and 
farm supply markets but with governmental and educational 
agencies and regulatory and legislative bodies. 
The establishment of farmers' elevators as an integral part 
of the grain trade is in itself an important accomplishment. 
Although their competitors in the grain business were the 
major source of opposition, local merchants and banks fre-
quently were unfriendly, and railroads often discriminated 
against farmers' elevators in granting sites. Not only were 
their shipments of grain at first refused on the terminal 
market, but by no means all manufacturers, wholesalers and 
jobbers of farm supplies were willing to sell to them. The 
farmers' elevator as such is now accepted as a legitimate 
business enterprise in practically all quarters. 
Finally, the growing relative importance of farmers' ele-
vators and the tenacity with which farmers in most Iowa 
communities seem to support and patronize them, is evidence 
of the fact that farmers themselves place a high value on 
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the benefits and accomplishments of these organizations. 
Many farmers' elevators could add to this list numerous ac-
complishments of a local nature. 
THE FUTURE 
Noteworthy as the accomplishments in cooperative grain 
marketing up to the present may be, unless progress con-
tinues to be made, some of the ground already gained may be 
lost. Many farmers' elevators are still inclined to base their 
appeals for continued support on past achievements. Many 
of the companies that have ceased operation since 1921 have 
been forced to do so because such appeals failed to win sup-
port in the face of the competition of organizations that had 
taken advantage of new sources of savings and of oppor-
tunities to expand and improve their services. 
Future progress depends upon what opportunities for fur-
ther progress exist and upon the degree to which advantage 
is taken of them. The history of the past 18 years provides 
little basis for judging the probable future course of events. 
What has happened since 1921 does, however, bring into still 
sharper relief some of the problems and opportunities pointed 
out at that time.10 
Meantime, new factors have entered the picture, such as 
changes in the volume of grain available for sale, improve-
ments in farm to market transportation, increases in tenancy 
and corporate ownership of land, improvements in market in-
formation and its dissemination, farm warehousing and corn 
loans and many others. 
Since excess profits have long since been squeezed out of 
margins, opportunities for future progress lie mainly in two 
directions, reducing costs of operation and increasing the 
number and improving the quality of the services rendered. 
Reducing costs does not necessarily mean reducing the out-
lay for expenses but providing maximum service at the low-
est cost consistent with th~ quality of the services rendered. 
The significant question thus is not how much business 
farmers' elevators handle, but how efficiently and economi-
cally is it handled. Neither the amount of profit made nor 
the patronage dividends paid provide an adequate basis for 
judging the quality of services rendered. The question must 
be answered in terms of prices and costs. 
Since the answer will not be the same for all companies, 
we shall have to look to the performance of individual com-
panies. Their costs of operation will be examined first. 
10 Nourse, op. cit., p. 263-271. 
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COSTS OI<' OPERATION 
In 1936-37, 299 farmers' elevators handled a total of nearly 
50 million dollars worth of business at an expense of nearly 
2 million dollars or 3.96 percent of sales (see table 7). The 
T ABL E 7. V OL UME OF BUSINESS AND E XPENSES OF 299 IOWA 
FARMERS ' ELE V A T ORS GROUPED ACCORDING T O RATIO OF E X-
PENSES T O SALES. DAT A ARE FOR F I SCAL Y E ARS ENDI NG I N 193 7. 
Expenses N u mber of T otal T otal 
percen t of sales companies sales expenses 
Less t h an 3.0 71 $17,858,398 381,117 
3.0-5.99 151 25,298,918 1,052,564 
6.0-8.99 51 4,955,045 346,475 
9.0-11.99 14 1,120,033 11 2,202 
12.0-14.99 307,913 41,126 
15.0 a nd over 6 204,702 36,717 
All com pani es 299 $49,745.009 1,970,20 1 
range in expenses, however, was from 0.9 percent to 19.1 per-
cent of sales. Over one-third of this total volume was 
handled by 71 companies, the expenses of which were less 
than 3 percent of sales, or an average of slightly over 2 per-
cent. Of the 299 companies, 222, or 74 percent operated at 
a cost of less than 6 percent. These companies handled 
87 percent of the total business at an average expense of 3.32 
percent of sales. 
It thus appears that the bulk of the business is handled at 
a relatively low average cost, but even in the case of the 
222 companies the cost for individual companies ranges from 
0.9 percent to 5.8 percent of sales. 
The costs for the other 77 companies, or 26 percent, that 
handle 14 percent of the total business, range from 6 percent 
to 19.1 percent of sales. Their average cost was 8.14 per-
cent of sales. 
No doubt specific reasons account for the costs being what 
they are in individual cases. It is a question whether farm-
ers who are paying high costs for service could not do some-
thing about the circumstances when armed with the facts 
regarding the causes of high costs. 
VOLUME OF BUSINESS 
Adequate volume is essential to provide good management, 
reduce costs per unit and to gain maximum price advantages 
in both purchasing and selling. Gaining and maintaining an 
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a dequate volume of business is becoming increasingly dif-
ficult for many organizations, either because' the available 
volume of grain is declining or because it is being lost to other 
organizations. Because of improved transportation, the 
farmers' elevator organization of the future is destined to 
serve a larger trade area and to operate on a larger scale 
than the organization of earlier days. 
The importance of volume of business from the point of 
view of its effect on costs is indicated by the figures in table 
TABLE 8. COST S OF OPERAT ION OF 299 IOWA FARMERS' E LE-
V A T OR S FOR FISCAL Y E ARS E NDI NG IN 1937 CLASSIFIED BY 
V OL UME OF BUSTNESS 
Volume of business 
Less than $ 50 ,000 III 
'$ 50,000- -$ 99 ,900 
$100,000- $1 99,000, 
I 
$ 200,000-$299,000 
$ 300,000-$399,00 0 
$ 400,000- $ 499 ,000 
'$ 500,000 a nd over 
All compam es 
24 
76 
11 0 
59 
11 
14 
5 
299 
1
$ 731,737 $ 
5, 811, 1 87 
1 5,276,95 6 
13,998 ,03 4 
3,686, 790 
6,228, 22 41 
I 4,0 12,080
1 
64,544 
3 42,721 
668,836 
509,886 
120, 415 
189,476 
74,3 22 
8.82 
5.90 
4.38 
3.64 
3.27 
3.0 4 
1. 85 
I 
1
2. 6-15.6 
1.2-19.1 
/ 1. 1- 13.2 
1 1.3- 7.6 
1 1. 2- 5.6 
1
1.2- 5.4 
0.9- 2. 4 
j 
1$4 9,745.008 1$ 1.97 0,200 1 3.9 6 I 0. 9- 19.1 
8 and fig. 6. Two-thirds of the companies, doing 44 per-
cent of the total business, had less than $200,000 of sales, 
or an average of $104,000, for the business year 1936-37. 
The expenses for this group of companies averaged 4.93 per-
eent of sales, or 54 percent higher than the expenses of the 
companies that had a volume of $200,000 or over, in which 
case the costs were equal to 3.2 percent of sales. It is ap-
parent that the smaller the volume of business, the less 
ehance has the organization of becoming a pace setter from 
the point of view of cost of operation. 
The fact that high costs are associated with small volume 
of business means that patrons of small companies on the 
average pay a high price for services, provided the organiza-
tion is able to pass its cost s on to patrons. However, the 
higher the costs of operation, the greater the difficulty of 
recouping them out of margins. The experience of 299 com-
panies in this respect for the business year 1936-37 indi-
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I pefC~1 of sOr'es,--~ ______________________ --, 
Volume of Business (Soles) 
Fig. 6. Relationship between volu me of sales and expenses. 
cates that only when the total sales equaled or exceeded $250,-
000 were all of the companies able to meet expenses out of 
current income, but that when the volume of business dropped 
below $100,000 the prospect of meeting expenses decreased 
rapidly (see table 9). Companies with sales of less than 
TABLE 9. RELATIONSHIP BETWEEN VOLUME OF BUSINESS AND 
T HE PERCENTAGE OF FAR MERS' ELEVATORS SHOWI NG NET GAI NS, 
BASED ON DAT A FOR 299 IOWA FARMERS' ELEVAT ORS FOR FISCAL. 
YEARS ENDING I N 1937. 
I N u mber of com pan ies s h owing I Percen tage 
Total Sales of com panies 
n et ga in I net loss showing net gain 
I 
J 
Less t h a n $ 25,000 7 I 36 $ 25,000--$ 49,000 5 62 
$ 50,000-$ 99,000 59 17 
I 
79 
$100,000-$ 149,000 66 7 90 
$150,000-$199,000 34 3 I 92 $200,000-$249 ,000 38 3 93 
$250,000 and over 48 0 I 100 
All companies 257 42 85.6 
$50,000 had a fifty-fifty chance of meeting expenses, while 
those of which the sales were less than $25,000 had only 
slightly over one chance in three of meeting expenses. 
Grain volume may be increased by attracting a larger pro-
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portion of the community's grain business or by extending 
the trade area served. The volume of sideline business may 
be increased by both of the above methods and also by 
handling additional items of supplies. 
It is obvious, of course, that all companies cannot increase 
their volume of business and that an attempt to do so would 
be met with intensified competitive resistance. However, the 
present unsatisfactory competitive situation will not be solved 
until the available business is concentrated into units more 
nearly approximating optimum size. The present intensified 
scramble for volume is evidence of the fact that many com-
panies can make further cost reductions by increasing their 
volume. Improved roads and transportation methods now 
make greater concentrations of volume possible in most parts 
of the state. And since the best interests of farmers dictate 
that units of the most economical size be developed, the ad-
justment of scale of operation to improvements in transporta-
tion should be solved on a rational basis in the interests of 
producers. 
No doubt farmers in many communities could make more 
economical service available to themselves by merging or con-
solidating their local unit with other nearby units. This 
course would no doubt be preferable in most cases to per-
mitting the local organization to be forced out of business. 
Many factors other than volume of business affect costs 
of operation. In some cases costs are high because more and 
better service is rendered-service which either is not avail-
.able elsewhere or which could not otherwise be rendered ex-
-cept at higher cost. Rendering additional services is fre-
quently a means of increasing income rather than reducing 
'Costs. Rendering storage service, cleaning grain, feed grind-
ing and mixing and cleaning and treating farm seeds, are 
illustrations. 
Costs may be high for still other reasons. Investment in 
facilities and equipment may be high even where the volume 
may be adequate. A poorly arranged plant may require too 
much labor. There may be wastage in the use of supplies 
or power. Business policies adopted with reference to nu-
merous details may also affect costs. The policy regarding 
retail credit may be taken as an example. 
In 1927-28 it was found that in the case of 93 farmers' 
elevators, costs incident to the extension of retail credit added 
28 percent to the expenses of doing business. The credit 
cost was equal to 40 percent of the gross profit realized on 
total sales of sidelines and to 79 percent of gross profits on 
sidelines sold on credit.u 
" Robotka, Frank Retail cr edit in Iowa f a rme r s' elevator s. Iowa Agr. Exp. 
Sta., B uL 283. 1931. 
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QUALITY OF SERVICES 
The cost of rendering service is, of course, only one side of 
the problem. The other has to do with the quality of the 
services, i. e., prices obtained for grain and prices paid for 
farm supplies. 
P RICES REALIZED F OR GR A I N 
-If the prices received for the grain sold in a given year 
by the farmers in one community were compared with prices 
received in another similarly situated community, no doubt 
considerable differences would be found to exist. Most of 
these differences would be accounted for by the degree to-
which a given community succeeded in "hitting the high 
spots" in current and seasonal price curves. Although this 
problem may be regarded as peculiarly a problem of the in-
dividual farmer, the manager of a farmers' elevator may 
render an important service in providing farmers with market 
information needed in making their decisions. The quality 
of the grain, and in many cases the variety, the costs of truck-
ing it to the local market, and many others affect the farmers' 
income from grain, in connection with which farmers' ele-
vators may render services to farmers. 
The quality of marketing and merchandising services is 
reflected by the amount realized out of each bushel of grain 
after it has been bought by the manager. If he is success-
ful in avoiding losses resulting from price changes and is 
fortunate with respect to grades, discounts, shrinkages and 
many other hazards, he should at least realize the current 
margin on which the grain was bought. Wide variations 
exist with reference to the success with which the foregoing 
problems are met by different managers or by the same man-
ager over a period of time. 
For instance, for 54 companies the gross margin realized 
on corn handled in 1938 averaged 1.6 cents per bushel and 
ranged from a loss of 0.41 cents to a profit of 5.12 cents per 
bushel. The distribution of these companies on the basis of 
gross profit realized is shown in table 10. For 55 com-
panies that reported only the dollar value of sales, the real-
ized margin ranged from a slight loss to 9.2 percent of sales. 
Gross profits realized on corn in 1938 averaged lower than 
normal for the 10-year period 1929 to 1938. The realized 
margins varied widely in each of the 10 years, see fig. 7 
(top). In 1931, the range for 20 companies was from minus 
2.83 to plus 3.54 cents per bushel. The range for the same 
companies in 1929 was relatively narrow-from 0.91 to 3.90 
cents per bushel. 
The margins realized by given companies also varied widely 
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T ABLE 10. GROSS PROFIT REALIZED ON CORN BY 
54 COMPANIES IN 193 8. 
Gross profit 
(cls. p er bu.) 
L oss 
P rofi t : 
L ess tha n 0. 5 
0.5-0.9 
1.0-1.4 
1..5- 1. 9 
2. 0- 2.4 
2. 5- 2.9 
3.0 a nd ove r 
All compa nies-Avo m a rgi n 
I N umber of companies 
1.6 \ 
2 
2 
8 
10 
16 
11 
3 
2 
54 
from year to year, see fig. 7 (bottom). The range for 
<company 3 was from minus 0.7 to plus 4.55 per bushel. For 
three companies the total range was between 4 and 5 cents. 
On the other hand the margin realized by several companies 
fluctuated within a narrow range from year to year. Com-
pany 16 had the best record in this respect. Companies 13, 
14, 15, 17, 18 and 20 did almost as well.12 Companies 15 to 
20, inclusive, succeeded in keeping their realized margin~ 
from dropping below 1 cent per bushel in each of the 10 years. 
The experience of these 20 companies in handling corn for 
the 10-year period and of the 54 companies in 1938 illus-
trates the hazards involved in handling not only corn but 
other grains. No doubt many conditions must be met if these 
hazards are to be dealt with in such a manner as to maintain 
the financial stability of the organization. 
PUR CH ASES OF F ARM SUPPLIES 
The prices at which different farmers' elevators provide 
their communities with farm supplies also vary. Not only do 
many farm supplies show significant seasonal price variations, 
but they vary in quality. In most cases there are several 
alternative sources of supplies and many competing brands. 
Much also frequently depends on the size of the order and 
the bargaining power and skill of the individual organization. 
In view of the foregoing problems, the management of each 
organization is beset with many difficulties and is subjected 
. to many limitations. 
U Based on a study now in progress. Iowa Agr . Exp. Sta. 
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GROSS MARGINS REALIZED BY 20 COMPANIES 
ANNUALLY, 1929 TO 1938 INCLUSIVE 
A. DISTRIBUTION OF MARGINS REALIZED BY 20 COMPANIES 
IN EACH OF 10 YEARS, 1929-1938 
Gross Prof i t 
Cents Per Bu 
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B. DISTRIBUTION OF MARGINS REALIZED BY 20 COMPANIES 
DURING 10 YEAR PERIOD, 1929-1938 
Gross Profit 
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Fig 7. Gross nlargins realized on corn. 
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Since quality of service is one of the most important factors 
affecting the farmers' elevators' competitive position, prog-
ress for the most part is dependent upon the extent to which 
improvement continues to be made in the service. In the 
last analysis the existence of the farmers' elevator can be 
justified only if it provides farmers with better or cheaper 
service than can be obtained from other sources. 
V olume of business affects the quality of services rendered 
in connection with both grain and supplies. Where the grain 
volume is small, the risks of losses because of fluctuations in 
prices are greater. Investments in grain cleaning and proces-
sing machinery may not be feasible because of small volume. 
Likewise the opportunity to blend grain and improve its qual-
ity are reduced, and it is a question whether small-volume 
elevators are able to make as advantageous sales as large-
volume elevators. 
Somewhat similar disadvantages result where the volume 
of sidelines is small. Less-than-carlot purchases usually cost 
more than carlot purchases, and costs and risk are increased 
where large inventories are carried in relation to sales. Ade-
quate warehousing and handling facilities may be out of the 
question because of small volume. 
Important as an adequate volume of business may be as a 
means of reducing costs and improving the service, it is 
equally important from the point of view of the quality of 
management. And since management is one of the impor-
tant factors affecting future progress, it will be discussed 
next. 
MANAGEMENT 
Although in some cases managers may be incompetent, 
most of them are undoubtedly doing the best they can with 
the available facilities and considering the circumstances un-
der which they are required to operate. Management is 
probably the keystone of success in any business. Good 
management in a cooperative organization begins when mem-
bers elect competent and active members as directors. It 
is the directors' responsibility to select a competent manager, 
to become thoroughly familiar with the business, formulate 
its major business policies and collaborate with the manager 
in carrying them out. 
In actual practice most of the burdens of management 
usually fall on the manager himself, hence the selection of 
a manager becomes the most important responsibility of the 
board of directors. Too often boards of directors fail to ap-
preciate the many tasks and responsibilities with reference 
to which the manager must be competent. 
Organizations that are most urgently in need of better 
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management are often impelled for reasons of economy to pay 
a salary lower than is required to command the quality of 
managerial ability that is necessary. Although following 
this policy has often proved to be false economy, to. still fur-
ther burden an already overburdened expense account seems 
like anything but a practical way out. However, several al-
ternatives are open to small-volume organizations: 
a. Two or more of them may make a higher quality of 
managerial service available to each of them by 
jointly employing a capable manager. 
b. They may, by merger or consolidation, organize a 
company to operate the facilities at several points 
under one competent manager and one board of di-
rectors. 
c. Several companies may jointly employ a bookkeeper 
competent not only to keep books but as a business 
analyst. 
The problem of providing good management is not limited 
t o small organizations. Even the largest organizations are 
unable to take full advantage of the benefits of specialization 
.and division of labor. 
Business practices among farmers' elevators ~ary widely, 
.and the performance with respect to each managerial func-
tion ranges between wide extremes. If independent com-
munity cooperatives, whether small or large, are to achieve 
the efficiency of the units of a chain system, they must make 
.specialized managerial and other technical services available 
to themselves through federated commercial or service agen-
des. 
COOPERATION VS. COMPETITION 
Although efficiency in commercial operations is essential, 
the extent to which patron-members participate in the bene-
fits, business affairs and risks and responsibilities of their 
cooperatives, and the manner of such participation, are like-
wise important factors. Although significant progress is be-
ing made in establishing farmers' elevators on a more defi-
nitely cooperative basis, much still remains to be done. 
However, merely changing the "form" of organization will 
not work miracles. The legal or corporate structure merely 
provides the m echanism through which people who desire 
to cooperate may do so most advantageously-it can do little 
to cause people to cooperate or to function so as to gain maxi-
mum benefits from cooperation. Unless farmers are urged 
to action by a common purpose, the organization itself can 
at best become merely another dealer relying on ordinary 
competitive devices to attract "its share" of the community's 
business. 
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In a basic sense, a question might be raised whether the 
prevailing ideas regarding the purpose of cooperation and its 
possibility of achieving greater economy and efficiency in 
grain marketing are not themselves an important factor limit-
ing the progress of cooperation. 
Most farmers' elevators throughout their history have had 
to struggle for volume against the resistance of the very 
people in whose interest they were ostensibly set up to oper-
ate. Such resistance involves expense and increases the risks 
of doing business. Moreover, such resistance is likely at 
best to be overcome only partially, with the result that the 
available volume of business is split up among several units 
with resulting low efficiency and high costs. 
Some services are undoubtedly rendered in many cases, 
not primarily because it is in the interest of the members to 
do so, but because of fear of competition. Unsound exten-
sion of retail credit is an illustration. 
The attainment of many important economics through co-
operation is dependent solely upon the desire of patrons td 
attain them and upon their willingness to do business in a 
manner that will make their attainment possible. The de-
sire and willingness to so function is in turn dependent upon 
farmers having a clear understanding wherein they may 
through voluntary cooperative action eliminate or reduce 
those costs that are traceable to their "competitive" methods 
of trading. 
Although the instinct to "trade" is deep-seated, any doubt-
ful short-time advantage gained by "shopping around" may 
be offset in the long run by higher costs and poorer service. 
Farmers may, by cooperating with their neighbors voluntarily, 
concentrate their patronage into units of such size as is neces-
sary to make the best possible service available to themselves 
at minimum cost. Managers and directors of cooperatives 
can do little in this respect without the voluntary cooperation 
of an enlightened farm community. 
MERCHANDISING FEDERATIONS 
There are, however, serious limitations to what even the 
most favorably situated community organization can do. 
Much of the grain assembled at country points must be con-
centrated into much larger units of volume to make possible 
most advantageous sales to large processors, exporters and 
wholesale distributors. The latter are, in fact, put to con-
siderable expense "of procurement," whether they buy 
through their own procurement departments or through 
brokers and dealers. Likewise, the most effective and eco-
nomical handling of the risk of losses through price fluctu-
753 
ations is beyond the capacity of most local organizations ; if 
not for want of skill, then for want of volume, capital or fa-
cilities. As has been demonstrated by the experience of a 
number of farmers' elevators, something may be done by 
way of preparation of grain for market, but here again the 
extent and effectiveness with which it is done are definitely 
limited. The seasonal distribution of grain, as well as di-
recting its flow to the most advantageous market at a given 
time, calls for technical skill, storage facilities, facilities for 
gathering information regarding supply and demand condi-
tions over the potential area of distribution and facilities for 
establishing distributive contacts, negotiating sales, making 
adjustments and collections and for handling the many other 
problems involved. 
One fundamental factor which received wholly inadequate 
consideration in connection with the attempts made to estab-
lish sales agencies on terminal markets was the fact that 
Iowa feed grains to a large extent are dispersed in all direc-
tions from country shipping pointsY A sales agency on a 
particular terminal market can be of little assistance to a 
farmers' elevator confronted with the necessity of perform-
ing this dispersive function with maximum effectiveness (see 
fig. 8). 
A sales agency on a particular market might render valu-
able service in connection with the handling and selling of 
grain for which that market" might at the moment be the most 
advantageous outlet, but one of the problems of the Iowa 
farmers' elevator is to discover which of many alternative 
outlets is the most advantageous at a particular time. Be-
cause Iowa is a potential area of supply for almost the entire 
United States, and because supply and demand relationships 
among different parts of this large area vary constantly, the 
manager is confronted with a Herculean task in attempting 
to take full advantage of all possible market opportunities. By 
comparison, this task is relatively simple in a wheat area 
from which the flow of grain normally converges at some one 
terminal market which serves as a "bottle neck" for the 
physical movement of grain and also as a focal point in the 
price-making process. 
Since livestock feeding and feed processing constitute the 
chief sources of demand for Iowa feed grains, and since these 
industries are highly decentralized, the most strategic loca-
tion for the accumulation and concentration of Iowa feed 
grains is near the source of production. It follows also that 
among the more important functions to be performed by an 
13 Ben tley, Ronald C. Th e d es tination of Iowa's commercial corn . Iowa Agr. 
Exp. S t a., B u!. 318. p. 40-45. 
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Fig. 8. Disper::;ion of carlot shipments of corn from two Iowa counties, 
(top) Pocahontas, (bottom) Story. 
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agency · designed to serve Iowa farmers' elevators would be 
included assembling and storage, conditioning and prepara-
tionof grain for market, market analysis, analysis of freight 
tariffs and routing and, finally, negotiation and consummation 
of sales. Perhaps the most strategic location for such an 
agency would likewise be in or near the areas of production. 
Under these conditions each manager of an Iowa farm-
ers' elevator is called upon to perform the functions 
enumerated. An overhead agency would serve him most 
effectively if it sought to remove the limitations to 
which he is subjected in connection with performance of 
these functions. Such an agency would then represent an 
effort on the part of the local companies to extend, supplement 
and perfect the services and functions they are now per-
forming. If such units are developed, they must grow out 
of the definitely and clearly recognized needs of local organi-
zations seeking to achieve common objectives, each motivated 
by the best interests of a membership that is fully apprised 
of such needs. 
In the early days of the farmers' elevator movement, farm-
ers had a definite purpose-to escape exploitation by preda-
tory interests. This purpose had for the most part been 
accomplished in the country markets by the early 1920's. 
Interest since has in turn flared and waned in orderly mar-
keting, and "national" marketing. More recently the 
broader problems of national agricultural policy and post-war 
adjustments have occupied the attention and absorbed the 
energies of farmers. 
Some of the foregoing problems are beyond the scope of 
grain marketing cooperatives, and others have been proved 
impractical. The period since the early 1920's, in so far as 
grain marketing is concerned, may be regarded as a period 
of groping for new vitalizing purposes or objectives. Has 
there now been enough experimentation in several directions 
to somewhat more definitely limit the probable directions in 
which tangible results may be obtained and further progress 
made? 
To the extent that progress is made by means of federal 
programs, legislation and regulation, and other means 
designed to improve the functioning of the grain marketing 
mechanism, the way should be made smoother for cooper-
atives. But the need for cooperatives is not thereby de-
creased. The functions involved in getting the available sup-
plies of grain efficiently and economically distributed must 
still be performed. Farmers have a vital interest in the 
manner in which these functions are performed and in the 
charges made for their performance. :And the responsibility 
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for promoting and safeguarding their interests therein will 
in large measure always devolve upon the farmers. Hence, 
it seems the way for future progress in cooperative grain 
marketing in Iowa lies clearly in two directions: (1) Develop-
ing local units of maximum efficiency for the primary as-
sembling and handling of grain and (2) developing facilities 
for the preparation of grain for market and for its most effi-
cient and economical market distribution in order to maxi-
mize its market value. 
Progress in cooperative grain marketing in Iowa will con-
tinue to be made to the extent -to which the opportunities for 
progress are recognized so clearly and so generally that their 
pursuit will become the dominant objective, and to the ex-
tent to which effective means of dealing with the problems 
involved are developed. 
